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(4) Who has the authority to hire or 
fire other employees or whose sugges-
tions and recommendations as to the 
hiring, firing, advancement, promotion 
or any other change of status of other 
employees are given particular weight. 

(b) The phrase ‘‘salary basis’’ is de-
fined at § 541.602; ‘‘board, lodging or 
other facilities’’ is defined at § 541.606; 
‘‘primary duty’’ is defined at § 541.700; 
and ‘‘customarily and regularly’’ is de-
fined at § 541.701. 

§ 541.101 Business owner. 

The term ‘‘employee employed in a 
bona fide executive capacity’’ in sec-
tion 13(a)(1) of the Act also includes 
any employee who owns at least a bona 
fide 20-percent equity interest in the 
enterprise in which the employee is 
employed, regardless of whether the 
business is a corporate or other type of 
organization, and who is actively en-
gaged in its management. The term 
‘‘management’’ is defined in § 541.102. 
The requirements of Subpart G (salary 
requirements) of this part do not apply 
to the business owners described in this 
section. 

§ 541.102 Management. 

Generally, ‘‘management’’ includes, 
but is not limited to, activities such as 
interviewing, selecting, and training of 
employees; setting and adjusting their 
rates of pay and hours of work; direct-
ing the work of employees; maintain-
ing production or sales records for use 
in supervision or control; appraising 
employees’ productivity and efficiency 
for the purpose of recommending pro-
motions or other changes in status; 
handling employee complaints and 
grievances; disciplining employees; 
planning the work; determining the 
techniques to be used; apportioning the 
work among the employees; deter-
mining the type of materials, supplies, 
machinery, equipment or tools to be 
used or merchandise to be bought, 
stocked and sold; controlling the flow 
and distribution of materials or mer-
chandise and supplies; providing for the 
safety and security of the employees or 
the property; planning and controlling 
the budget; and monitoring or imple-
menting legal compliance measures. 

§ 541.103 Department or subdivision. 
(a) The phrase ‘‘a customarily recog-

nized department or subdivision’’ is in-
tended to distinguish between a mere 
collection of employees assigned from 
time to time to a specific job or series 
of jobs and a unit with permanent sta-
tus and function. A customarily recog-
nized department or subdivision must 
have a permanent status and a con-
tinuing function. For example, a large 
employer’s human resources depart-
ment might have subdivisions for labor 
relations, pensions and other benefits, 
equal employment opportunity, and 
personnel management, each of which 
has a permanent status and function. 

(b) When an enterprise has more than 
one establishment, the employee in 
charge of each establishment may be 
considered in charge of a recognized 
subdivision of the enterprise. 

(c) A recognized department or sub-
division need not be physically within 
the employer’s establishment and may 
move from place to place. The mere 
fact that the employee works in more 
than one location does not invalidate 
the exemption if other factors show 
that the employee is actually in charge 
of a recognized unit with a continuing 
function in the organization. 

(d) Continuity of the same subordi-
nate personnel is not essential to the 
existence of a recognized unit with a 
continuing function. An otherwise ex-
empt employee will not lose the ex-
emption merely because the employee 
draws and supervises workers from a 
pool or supervises a team of workers 
drawn from other recognized units, if 
other factors are present that indicate 
that the employee is in charge of a rec-
ognized unit with a continuing func-
tion. 

§ 541.104 Two or more other employ-
ees. 

(a) To qualify as an exempt executive 
under § 541.100, the employee must cus-
tomarily and regularly direct the work 
of two or more other employees. The 
phrase ‘‘two or more other employees’’ 
means two full-time employees or their 
equivalent. One full-time and two half- 
time employees, for example, are 
equivalent to two full-time employees. 
Four half-time employees are also 
equivalent. 
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